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We have audited tha financial statements of this local unit of government and rendered an opinion on financial statements prepared in
accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform Reporting Format for
Financial Statements for Counties and Local Units of Govarnmant in Michigan by the Michigan Departiment of Treasury.

We affirm that:

1. We have complied with the Bulffetin for the Audits of Local Units of Gavernmeant in Michigan as revised.

2. We are certified public accountants registered to practice in Michigan.

We further affirm the foliowing. "Yes" responses have been disclosed in the financial statements, incluiding the notas, or in tha raport of
comments and recommendations

You must check the applicable box for each item below.
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Certain component units/funds/agencies of the local unit are sxcluded from the financial statements.

There are accumulated deficits in ane or more of this unit's unreserved fund balances/retained earmings {P.A.
275 of 1980).

There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of 1968, as
amended).

The local unit has violated the conditions of either an order issued under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

The local unit holds depositsfinvestrents which do not comply with statutory raquirements. (P.A. 20 of 1943,
as amended [MCL 129.81], or P.A. 55 of 1982, as amended [MCL 38.113Z]).

The local unit has been delinguent in distributing tax revenues that were collected for ancther taxing unit.
The local unit has violated the Canstitutional requirement (Articla 8, Section 24} to fund current year earned
pension benefits (normal costs) in the current year. If the plan is more than 100% funded and the overfunding

credits are more than the normal cost requirement, no contributions are due {paid during the year).

The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of 1895
{MCL 129.241).

The local unit has not adopted an investment policy as required by PLA, 196 of 1997 (MCL 129.95).
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The letter of comments and recommendations. X
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Single Audit Raports (ASLGLU).
X

Certified Public Accourtart {Firm Mame)

Janz & Knight, P.L.C.
v iy e ctate g

300 East Long Lake Road, Suite 360 Bloomfield Hillg | MI 48304~2377
Accountant Signature ) Date

Um. nlseloy

#%Note - Thg Fire Dei)artment is supported by equal contributions from the communities
of Keego Harbor, Orchard Lake and Sylvan TLake.




CERTIFIES PUBLIC ACCOouniamis -

a4

LAl

e ——  JAnZ K KNIGE.,

TRI-CITY FiRE DEFARTHENT

TABLE OF CONTENTS

Page
Tabla of ContEnt . i 1
E 1 10N
Indepeandent Auditor ' s REPOrL . e e e 2
Management Discussion ang ANRIYSIiS ... .. ... 3
Basic Fimancial Statements:
Govarnment Wide Financial Statements For The Year Ended June 30, 2004:
Statement of NeL Asmets . . e e e 3
Statement of ACtivitims ... .. 7
Fund Fipnancial Statements For The Year Ended June 30, 2004
Balance Sheet - Gavernmental Fund ... .. . e e 8
Statement of Revenues, Expaenditures, and Changes in Fund Balances - Governmental Funds ................. 9
Reconcitiation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of Governmental
Funds to the Statement of ACtivities ... ... ittt e 10
Notes 1o the Financial Statements . . . .. . . it e e e 11
Required Supplemental Information:
Budgetary Comparison Schedutes - Ganeral FURG .. ... ... e e e e e e e 146




FREDERICK C. JANZ
ROSERT I. KNIGHT
KENNETH E. ZINK
JOHMN M. FOSTER

JOHN W, MACKEY
MICHAEL V. HIGGINS

LJOMN E. MIELKE, JR.

DaWwWN M. LENBERS
MATTHEW 5. FEARCE
JdOSHUA J. EYNN
R.JOSHUA GIRTH

JANZ & KNIGHT, P.L.C.

CERTIFIED PuBLIC ACCOUNTANTS
300 EAST LONG LAKE ROAD, SUITE 36Q
BLOOMFIELD HILLS, MICHIGAN 48304-2377

TELEPHONE {248) 54 65-9866
FACSIMILE (248) 646-3857

50,

1954-2004

MEMBERS

AMERICAN INSTITUTE @F
CERTIFIED PUBLIC ACQCOUNTANTS

MITHIGAN ASSOTIATION OF
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENCENT AUDITOR'S REPOAT

Members of the Board
Tri-City Fire Dapartment

We have audited the accompanying financial statements of the governmental activities and each ma jor
fund of Tri-City Fire Department, as of and for the year ended June 30, 2004, which collectively comprise the
Fire Department's basic financial statements as listed in the table of contents. These financial stataments are
the responsibility of Tri-City Fire Departmant management. Our responsibility is to express opinions on these
financial statements baged on cur audit.

We conducted our audit in accordamce with auditing standards general ly accepted in the United States
of America. Those standards regquire that we pian and perform the audit to cbtain reasanable assurance about
whather the financial statements are froe of material misstatement. An audit includas axamining, on a test
basis, evidence supparting the amounts and disclosures in the financial statements. An audit also include
assessing the accounting principles used and significant estimates made by management, as well as svaluating the
overal! financial statement presentation. We believe that our audit provides a reasonable basis far our
opinions .

In our opinion, the financial statements referred to above present fairly, in atl material respects,
the respective financial position of the governmental activities, and each major fund of the Tri-City Fire
Department, as of June 30, 2004 and the respective changes in finmancial positicn and cash flows, whara
applicable, thereof for the year then anded in conformity with accounting principles generally acceptad in ths
United Statas of America.

As deseribed in Note B, the Fire Department has impiemented a new financial reporting model, as
required by the provisions of GASB Statement No. 34, Basic Financial Statements - and Hanagement's D/scussion
and Analysis - for Stato and Loca! Governments, as of Jupe 30, 2004.

The management's discussiom and anafysis and budgetary comparison information as identified in tha
table of contents, are not a required part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of America. We have applied certain
limitad procedures, which congisted principally of inguiries of management regarding the methods of measursment
and prasentation of the reguired suppiementary information. However, we did net audit the information and
8xpress no opinioh on it.

Very truly yours,

M 5—-)“?26,;4-’-(..

Cartified Pubiic Accountants

Bloomfield Hills, Michigan
November 10, 2004
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The Tri-City Fire Department's (the Fire Department) management's discussion and analysis is designed to assist
the reader in focusing on significant financial issues, provide an overview of the Fire Department's financial
activity, identify changes in the Fire Department's financial position (its ability to address the next and
subsequent years' challenges), identify significant variances from the approved budget, and identify individual
fund issues or concerns.

Using this Annual Report

The Fire Department’'s annual report consists of a series of financial statements. The Statement of Net Assets
and the Statement of Activities provide information about the activities of the Fire Department as a whole and
present a longer-term view of the Fire Department's finances. Fund financial statements tel! how these services
were financed in the short-term, as wel! as what remains for future spending. Fund financial statements also
report the Fire Department's operations in more detai! than government-wide financial statements.

Government-Wide Financial Statements

The government-wide financial statements consist of the Statement of Net Assets and Statement of Activities.
They are designed to be corporate-like in that all governmental funds are consolidated into columns which add to
a total for the primary government. These statements inciude all assets and liabilities using the accrual basis
of accounting. All of the current year's revenues and expenses are also taken into account regardless of timing
of cash being paid or received.

The Fire Department as a Whole

Net Assets - The Fire Department's combined net assets were $1,766,428 at the close of the year ended June 30,
2004. This represents a decrease of $175,163 or a 9% decrease from a year ago. The majority of this decrease was
budgeted. The Fire Board decided to subsidize current year expenditures, with prior year fund balance.
Depreciation has also contributed to the decrease.

Since this is the first year the Fire Department has presented government-wide financial statements, comparisons
to the prior year have not been presented. In future years, when prior year information is available, a
comparative analysis of government-wide data wil! be included.

The following table reflects the condensed Statement of Net Assets for the year ended June 30, 2004:

Table 1
Statement of Net Assets

Governmental
_Activities
ASSETS
Current and other assets $ 285,743.46
Capital assets _1.492,093.83
Total assets $1.777,837.29
LIABILITIES AND NET ASSETS

Current and other liabilities 11,408.95
Total liabilities $ 11,408.95

Net assets:
Invested in capital assets, net of related debt 1,492,093.83
Unrestricted 274,334 .51
Total net assets $1,766,428.34
Total liabilities and net assets $1,777,837.29

-3-
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June 30, 2004

Unrastricted net assets ara nat assets that can be used to finance day to day operations. Pesignated net assets
of tha Fire Dapartmsnt totaled %274, 048. These nat assets have |limitations on their use that were imposed by the
Beard. The investmant in capital assets represents the Fire Department's capital assets that provide services to
citizens; accordingly, thesa assats are not avallaile for future spending.

The following tablie shows the changes in net assets for the year ended Juna 30, 2004:

Table 2
Changes in Net Assets
Govarnmental
_Activities
Program Revenue:
Charges for services $ 477,447 .84
General Revenue:

Investment income 3.128.61

Niscel laneous {3.170.67)

Logss on donation of assets (11,529 58)
Total revenus $ 465,876.20

Program Expenses:

Pubtic safety 641,038.76
Total program expenses $ 847,038 78
Increass {dacraase) in net assets $ {175,162.56)
Net assets - July 1, 2003 1,941 .580.90
Net assets - June 30, 2004 $1,.766,.428 34

As shown in the abave table total revenues were $465,876, of which the majority of revenues were obtained from
participating cities. Total sxpenses were $641,03%9, of which 86.6% of the Fire Department's expenses related to
the contract with West Bloomfiald for operations,

The Fire Department Funds

The analysis of the Fire Department’'s major funds begins on page 68, following the govarnment-wide financial
stataments. The fund financial statements provide detail information about the mest significant funds, not tha
Fire Department as a whala. The Fire Department Board creates funds to help manage meoney for specific purposes
as well| as to show accountability for cartain activities, such as special property tax millages. The Fire
Department's major fund for 2004 is tha Ganaral Fund.

The Generat Fund is the main operating fund of the Fire Departmsnt. Total revenues for the year were $477,4086.
Ot this revenue, contributions from City's accounted for the majority of tha total revenue. Total expenditures
far tha year wera $573,476. This included $555,000 paid to West Bloomfield Township far fira protection. At Juna
30, 2004 the unrasserved fund balance of $274,335 represented 48% of the total General Fund expendituras for the
year.

Genergl Fi 8 ighl ights

Ovar the course of the year., the Fire Department Board did not amended tha budget.
The Fire Department overall stayed below budget, resulting in total expenditures of 540,289 below budget. The

General Fund's fund balance did decrease $96,070. but appropriations from prior year fund balance was budgeted
at $128,901.

-4~
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Capital Asset and Debt Administration

Capital Assets

At the end of fiscal year 2004, tha Fire Department had $1,492 083.83 invested in a broad range of capital
assels {net of accumulated depreciation), including bulldings and fire aquipment. The Fire Department leases its
assets to West Bloomfield Township for $1.00, annually.

Long-Term Debt

The Fire Bepartment's total indebtedness as of June 30, 2004 is none.

Economic Factors and Next Year's Budgets and Rates

The Fire Depariment's fiscal 2005 budget was prepared using various economic factors as fol lows:

Revenues

The Fire Department will assesa participating Gity's an amount egual toc West Blocomfield's contracted sarvices,
since no undesignated fund balance remains.

Expenditures

The contracted services from West Bloomfield will increase 5% per contract.

The fiscal 2005 General Fund budget axpects a surplus of approximately $4,400. Accordingly, the Fire Department
is planning on using this surplus to rastora tha deslgnated truck fund. The projected General Fund's fund
balance at June 30, 2005 is approximately $278,700 which reprasents approximately 47% of the General Fund

expenditures for the year.

Reguast for Informatlaon

This financial report is intended to provide citiZems, taxpayers, customers, and investors with a genseral
overview of the Fire Department's fInances and to show the Fire Department's accountability for the money it
receives. |f you have any questions or concerns about this report or need additicnal information, contact the
Fire Department, at the Tri-City Fire Departmant, 3300 Orchard Lake Road, Orchard Lake, Michigan 48342

-5-
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STATEMENT OF NET ASSETS

June 30, 2004

—_—

Govarrmental
Fung Types
General
Fund

ASSETS

$ 283,016.08
2,727 .40
1,492,083 .83

Cash and investments .
Accounta receivable.
Capital asaets, net.

Total assets . $1,777,837.29

LIABILITIES AND NET ASSETS

Accounts payable . $ 11,408.95

Total liabllities . . . . . . . « .« . - o o 5 11,408 .95
Net assets:

Invested in capital assets . . . . . . . . . . - - .- 1,492,093.83

Fund halance - unreserved:
Designated for fire trucks . . . . . . . . . . - - 274,334 .51
Total net assets . . . . . . . . . . . - .- $1,766, 428 .34
Total liabilities and net asasets . . . . . . . . $1,777,837.29

—_— - ————

The attached notes are an integral part of the finencial statements.
—B-
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TRI-CITY FIRE DEPARTMENT

STATEMENT OF ACTIVITIES

For the Ysar Ended June 30, 2004

Net (Expense)
Revenue and
Changes in

Program Revenues Nei Assets
Operating Capital
Charges for Grants and Grants and Governmental
Functiona/Programs Expansas Services Contributions Centributions Activities
Primary government
Governmental activitiea:
Public safety. . . . . .. . . . . .. & 641,038.78 $477,447 B4 k] - ] - $ (183,580.92)
Total governmental activities. . . | $&41,038.76 $477,447 84 ] - $ - % (183,590.92)
Tota| primary government ., . . . . . % 641 038.76 $477,447 84 g = 3 - § (163,590.92)
Geperal revanuas:
Interaat income . 3,128 61
Miscel lanecus . {3,17D.87)

Special! item:

Loss an donation of assets.

. {11,525 .58)

Tatal general revenues and special item . . . . % ;T1.5?1.64!

Changes in net assets . . . . . . . . . . . $ (175,162 .56)

Net assets - July t, 2003

Net assets - June 30, 2004,

1,941 ,590.80

§1,766,428.34

The attached notes are an integral part of the financial statements.

-7-
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TRI-GITY FIAE DEPARTMENT

GOVERNMENTAL FUND
BALANCE SHEET

June 20, 2004

ASSETS
Cash and investments .

Accounts recejvable.

Tatal assets .

LIABILITIES AND FUND EQUITY
Accounts payabie .
Teotal liabllities
Fund baiances:
Unraservad:
Designated for fire trucks .

Tatal fund balancaes.

Total liabilities and fund balances.

Total governmental fund balances .

General
Fund

$ 283.016.06
2,727 .40

—

5 285,743.48

4 11,408.95

$ 11,408.85
274,334, 51

$ 274,334,571

$ 285,743.46

$ 274,334 51

Amounta reported for governmental activities in the statement

of net assets are different because:

Capital asseta used in governmental activities are not

financial resources, and are not reported in the
governmental funds:

Governmental capital assets.
[ess accumulated depreciation.

Net assets of governmental activities.

The attached notes ars an integral part of the
8-

1,975,969.91
(483,876 0B}

$1,492,093.83

$1.766.428.34

financial statements.
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TRI-CITY FIRE DEPARTMENT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FLUND BALANGES
GOVERNMENTAL FUND TYPES

Far the year ended June 30, 2004

Genera!
Revenues:
Charges for services:

Assessments for fire pretection. . . . . . . . . . . . . $§ 477,447 84
Interest ipcome. . . . . . . . . . L . L L0 L L L L. 3.128.61
Miscel laneous:

Loss on sale of security . . . . . . . . . . . .., L. {3.519.41)

Domations. . . . . . . . . . . L Lo oL 100.00

Other. . . . . . . L L 248.74

Tetal revenuss . . . . . . . . . . . . . . . . . . % 477 40578
Expsnditures:
Pubtic safety. . . . . . . . . . . . . . . ..o 573.475.93
Capital outlay . . . . . . . . . o . . . . . L -
Total sxpenditures . . . _ . . . . . . . . . . . . $ 573,475.93
Excess of revenues over (undsr) expenditures . . . $ (96,070.15)
Fund balence, baginning of year. . . . . . . . . . 370,404 .66
Fund balance, end of year. . . . . . . . . . . . . § 274,334 .51

The attached notes are an integral part of the financial statsments.
G
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TRE-CITY FIRE DEPARTRENT

RECONCIL IATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES !N
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 3%, 2004

——

Net change in fund balances - total governmental fund . . . . . . . . $ (98.070.15)

Amounts reported for governmental activities in the
atatemsnt of activitiea are different because:

Governmentia! funds report proceeds from sale; in the statement
of actlvities. only the respective gain or loas is recognized . {11,529 .58}

Governmental funds report capital outlays as expend ituras;
In the statement of activities, these costs are allocatsd
over their estimeted useful lives as depreciation:
Expenditures for capitail assets . Lo .o -

Less current year depreciation. . . . . . . . . . - .- e {87,562 83}

3 {67,362 83

Change in nat assets of governmental activities . . . . . . . . . .. $(175,162.56)

The attached notes are an integral part of the financial statements.
-10-
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TRI-CITY FiRE DEPARTMENT
NOTES TO FINANCIAL STATEMENTS

June 30, 2004

Summary of Significant Accounting Policies

The accounting pelicles of the Tri-City Fire Department conform to accounting principies genaral ly
acceptad in the United States of America {GAAP) as applicable to governmental units. The following is
a summary of the significant accounting policies used by the Tri-City Fire Department.

rti tit

Based on the Tri-City Fire Protection Agreement adopted November 1, 1968 the Tri-City Fire Department
provides fire pretsction for the MWichigan communities of Kesego Harbor, Orchard Lake Viilage and
Sylvan Lake. The three cities contribute equally towards funding the fire department's annual
expenditures. The govarning body of the Tri-City Fire Department is made up of twa members from each
city. The fire protection agreemant is an annua! agresment and can be renewed by the gavarning bodies
of each of the cities. Any city may withdraw from this agreement as of the last day of tha term or at
any time upon not less than six months notice. Each city is obligated to pey to the Tri-City Fire
Department an amount equal to one-third of the total approved annual budget of the Tri-City Fire
Dapartment .

As of July 1, 2003 Tri-City Fire Department has contracted with West Biocomfield Township to provide
full-time fire protection and Advanced Life Support. The participating cities agree to pay the
Township through the Fire Board, who will in turn pay the Township on behalf af the cities.

The initial term of this agreemant shall he for 8 (eight)} years. Provided that the threa cities and
Fire Board are not in default, the tarm shall be autematically extended for up to 4 {(four) additional
and separate 5 {five) year terms.

OQuarterly payments are payable on the first day of July, October, January and Aprit. Subsequant
year's payment will increase 5% annually. For the year ended Jume 30, 2004 the Fire Department paid
West Bloom?ield Township $555,000.

The Fire Baard is leasing the real property and its equipment and supplies to the Township for $1.00,
annual ly.

Govarnment-Wide and Fund Financial Statements

During the year the Fire Department adoptad Governmental Accounting Standards Boarc (GASB) Statement
No. 34, which substantially revised the financial statement presentation as describad helaw.

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net agssets) report infarmation an all of the nonfiduciary activities of thea primary
government.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenuss. Direct expenses are those that are clearly identifiabie
with a specific function or segment. Program revenues include: (1) charges to customars or appl icants
who purchase, use, or directly benefit from goods, services, or privilages provided by a given
function ar segment; and (2) grants and contributions that are restricted to maeting the cperational
or capital requirements of a particular function or segment. interest and ather items not properly
included among program revenues are raportasd instead as general revenue.

Measurement Focus, Basis of Accounting and Finanginl Statement Prasentation

The government-wide finencial statements are reperted using the economic resources measurement focus
and the accrual basis of acceunting, as are the proprietary fund and fiduciary fund financial
statements. Revenus |s recorded when earned and axpenses are recorded when a liability is incurred,
ragardless of the timing of related cash flows.

Governmental fund financlal statements are reported using the currant financial resources measurement
focus and the modified accrua! basis of accounting. Revenue is recognized as scon as it is both
measurable and available. Revenue is considered to be availabie if it is collected within the currsnt
pericd or soon enough thereafter to pay liabilities of the ourrent peried. For this purposa, the
government congiders revenues to be available if they are collected within 80 days of the end of the

current period. Expenditures generally are recorded when a {lability is incurred, as under accrual
accountlng.

-91-
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TRI=-CITY FIRE DEPAATMENT
NOTES TO FINANCIAL STATEMENTS ({CONTINUED})

June 30, 2004

Summary of Significant Accounting Policies (continued)

Revenues are recognized in the accounting period in which they become susceptibie to accrual--that
is, when they become both measurable and available to finance expenditures of the period. All other
revenue items are considered to be available only when cash is received by the government.

Amounts raported as pregram revenue include: (1) charges to customers or applicants for goods,
services or privileges provided; (2) operating grants and contributions; and (3) capital grants end
contributions. Interpally dedicated resources are reported as general revenus rathar than as program
revenue.

Governmental Funds:

The Fire Depariment reports the following majar governmental funds:

The General Fund is the govarnmant’'s primary operating fund. |t accounts for all financial resources
of the general government, except those required to be accounted for in another fund.

Asgeta, Liabjlities, and Nel Assets or Equity

investments

Deposits are carried at cost and consist of invastments in short-term investments.

Racaivablas

All trade receivables are considered fuliy collectible by the Fire Department. No provision has been
made in the financial statements for noncollection.

Capital Assets

Capital assets, which include land, buildings, vehicles, furnitura and equipment are reported in the
applicable govarnmantal activities column in the government-wide financial statements. Capital assets
are defined by the government as assets with an initial individual cost of more than $2,500. Such
assets are recorded at historical cost or estimated historical cost T purchasad er canstructed.
Donated capital assats ars recordad at sstimated fair markat value at the date of donation.

Capital assets that are being depreciated are reportad net of accumulated depreciation in the
statement of pet assets. Gapital assets that are not being depreciated, such as land, are reportaed
separately.

Capital assets are depreciated over their estimated useful lives. Depreciation expense is reported in
the statement of activities by allocating the net cost over the estimated useful [ife of the assets.
Assets are depreciated on an individual basis for equipment and bui lgings.

Property, plant and equipment is depraciataed using the straight-line method over the following useful
lives:

Years
Buifdings 50
Vahiclas 7-20
Furniture and Equipment 5-20

Fund Equity

In the fund financial statements, govarnmantal funds raport designations of fund bhalance, thasse are
tentative management plans that are subject to change,

Use of Estimateg

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires managsment to make estimates and assumptions that affect the
reported amounts of assets and |labllities and disclesure of contingent assets and liabilities at the
data of the fipancia! statements and the reported amounts of revenue and expenses during the peried.
Actual results could differ from those estimates,

-12-
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ROTE C -

TRI-CITY FIRE DEPARTMENT
NOTES TO FINANGC!AL STATEMENTS

June 30, 2004

Accounting and Reporting Changes
GASB 34

tn June 1989, the Governmental Accounting Standards Board (GASB) issued S3tatement No. 34, Basic
Financial Statsments - and Management's Discussion and Analysis - For State and Local Governments.
The Tri-City Fire Department has applied the provisions of this statement in ths accompanying
financial statements (including the notes to financial statements). The Fire Department has elected
to implement the general provisions of the statement in the current year Certain significant changes
in the statemsnt include tha fallewing:

1. A management's discussion and analysis {MD3A) section providing am analysis of the Fire
Department’s overal ! financial pesition and resuits of operations.

2. Financial stataments prepared using full accrual accounting for all of the Fire Departmant's
activities.

3. A change in the fund financial statements to focus on the major funds.

4. Capital assets at July 1, 2003 previously reported in the General Fixed Assats Account Group have
been adjusted by approximately $117,200 to reflect the histerical cest of the Fire Department's
capital assets at that date.

Expenditures_Over Budget
Budgetary Information

Annual budgets are adopted on a basis consistent with generally acceptad accounting principles for
the @eneral Fund. All annual appropriations [apse at year end. The Fira Department's appropriation
resolution is generally passed during the preceding year in which the planned expenditures relate.
Subseguent amendments are made to aveid unfavorable variances from the original budget. Relatad
reasolutions are made to state the purpose and amount of the changes. The Board Chairman has the
responsibil ity to enforce the budget. Unused appropriations do not earry forward to the next year.

The budget document prasents information by fund, function, department and !ine items. The legal
leval (the lavel at which expenditures may not legally exceed appropriations) of budgetary control
adopted by the board is at the department (activity) level.

The Fire Department Board must approve budget amendments at the activity ievel and supplemental
appropriations, which affact total fund expenditures. The Board Chairman can transfer appropriations
batwaan |ina items within a department or activity without governing body approval .

Amounts encumbered for purchase orders, contracts, etc¢., are not tracked during the year. Budget
appropriations are considerad to be spent once the goods are delivered or the services rendersd.

P.A. 2 of 1968 as amended, provides that a local unit shall not incur expenditures in excess of the
amount appropriated in budget resclutions of tha governing bady.

Excess of Expenditures Over Appropriations in Budgeted Funds

During the year, the Tri-City Fire Department incurred axpanditures in certain budgeted funds which
were significantly in excess of the amounts appropriated, as follows:

Budget Actual Budget
Fund _Activity Appropriation Expenditure Varianca
General Ma intenance $ $ 1,000.00 % 1,000.00
Ganerai Payrol | taxes 118.00 11,035.75 10,919 75**

**This budget varianca was the result of an unexpected invoice
baing recsived after year end.
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NOTE D -

TRI-CITY F{RE DEPARTMENT
NOTES TO FINANCIAL STATEMENTS (CONTINED)

June 30, 2004

Deposits and Investments

Michigan Compiled Laws, Section 129.91, autherizes the Fire Department to make deposits and invest in
the eccounts of fedarally insured banks, credit unions, and savings and loan associations which have
an office in Michigan. The Fire Department is aliowed to invest in bends, securities and other direct
obligations of the United States or any agency or instrumentality of the United States: United States
government or federal agency obiigations; repurchasa agreemsnts; bankers' acceptance of United States
banks; commercial papar rated within the two highest ctassifications which mature ror mora tham 270
days after tha date of purchase; obligations of the State of Michigan or its political subdivisions
which are rated as investment grade; and mutuai funds composad of investment vehicles which are tegal
for direct investment by local units of govarnment in Michigan.

The Fire Board has designated various banks for the deposit of Fire Department funds. The investment
pelicy adopted by the board in accordance with Public Act 196 of 1897 has authorized investment in
ail of the State statutory authorities as |fsted above, except repurchase agreement, bankars
acceplances, state of local obligatiens and commercial paper not authorized.

The Tri-Clty Fire Department's investment poiicy are in accordance with statutory authority and the
investment policy of the Fire Department.

At year-and, the Fire Department's deposits and investments ware reported in the basic fimancial
statements in the following categories:

Governmantal
Activities
Cash and Cash Equivalents 3
tnvestmants 283,016
Total $—. 283 016
The breakdown beiwesn deposits and investments is as follows:
Primary

Government
Bank Ceposits (checking and savings accounts, certificates of deposit) $ 34,878
Invesiments in Sacurities, Mutual Funds and Similar vehiclas 248 138
Total $_283.016

The Fire Department's investments are categorized to give an indication of the level of risk assumed
by the Fire Dapartment at year end. Investments are categorized into these categories of credit risk:

1. Insured or registered, or securities held by the Fire Department or its agent in the Fire
Depariment's name;

2. Uninsured and unregistered, with securities hald by the counterparty's trust depariment or
agent in the Fire Department’'s name; and

3. Uninsured and unregistered, with securities held by the counterparty or by its trust
department of agent but not in the Fire Department's name.

At year-end, the govermment's investment balances were categorized as follows:

Reported
Cateqory __ __ Amount (Fair Market
1 2 3 Value] Valus
Primary Governmant:
U.8. Government Securities $245.170 8 % $ 245,170 $241 886
Plus acerued interest ——__ 2,968
Tatal Primary Government § . .248,138

Management believes that tha investments of the Fire Department comply with the invastment authority
as noted above, and the investment policy of the Fire Department.
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NOTE E -

NOTE F -

NOTE G -

TRI-CITY FIRE DEPARTMENT
NOTES TO FINANCIAL STATEMENTS (CONTINUED}

Juna 30, 2004

Capital Assels
Capital asset zctlivity of tha primary government for the currant year waz as fo!lows:

Beginning Ending
Balance increases  _Decreaggeg Bglance
Governmental Activities:
Capital Asssts Nat Belng Depreclated:

Land $ 225,000.00 % $ $ 225 000.00
Capital Assats Baing Depreclated:
Buildings $1,145,943.87 & $ $1,145,945.87
Vehicles 589.100.88 130,0600.00 459,105.88
Furniture and Equipment 151,674 .37 5,754 .21 145,820.16
Subtotal $1,886.724 12 § $135,754.21 $1,750,969.91
Less Accumulated Depreciation for:
Buildings $ 171,127.04 § 22,9t8.88 & $ 184,045 92
Vahlclas 310,523.29 32,395.31 121,876.00 221,043 .60
Furniture and Equipment 58,887 .65 12,248 .64 2,349 83 68,7868 58
Subtotal $ 540,537.88 3 67, 562.83 $124,204.63 § 483,876.08
Net Capital Assets Being Depreciated 1,346 186.24 $(67.562.83) $ 11.529.58 $1.267.093.83

Governmental Activities Capital Total

Capital Assats - Net of Depreciation $1,571,186.24 $(67 562, 83) $.11,5629.58 $1,492.093 83

Depreciation expense was charged to programs of the primary government as follows:
Governmental Activities:
Public Safety $67,562.83
Dasignated Fund Balance:

The Board has established intarnally dasignated funds to be used as foliows:

Fire

~Jrucks
Balance - July ¥, 2003 $277,576.11

Current year activity:
Board dasignation (3,241.60)

Balance - June 30, 2004 $274,334 .51

Risk Management:

Tha fire department is exposed to various risks of loss reiated to general liability., errors and
omissions, propsrty and crime, wvehicle [llability, wvehicle physical damage, fire legal Iliability,
employee injuries, and firea fightars' accidental death. Tha West Bloomfield Fire Department insures
the Fire Department for all the abova liabliitlas.
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TRI-CITY FIPRE DEPARTMENT

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

For the year ended June 30, 2004

Variance -
Favarable
Budpset Actum! {Unfavorabie}
Aavenues:
Chargez for sarvices:

Assassments for fire proteetion. . . ., , . . . . $ 477,447 .84 $ 477,447 B4 ] -
tnterest fncoms. . . . . . . ., . . 7.418.18 3,128 .81 {4,287 55)
Misce!laneous:

Loss on sals of security . {3,519 .41) (3,6819.41)

Donationa. 100.00 100,00

Gther . 248 .74 248.74

Tota) revenues . . . . . . . . $ 434 ,864.00 $ 477 .405.78 3 (7.438.22)
Expend|tures:
Public safety:
Contracted servicea - fire protection . . . . . ., .. 585, 000.00 555,000.00 -
Payrol! expense - payro!! taxes . . , . . . . . . . 11600 11.035.75 (10,819.75)

General Administratisn:

General administration and office axpeonae. . . . ., 2,450.00 2,418 25 31.74
Bank service fee . . ., . . . . . 350,00 312.00 48.00
[ 2,800.00 $ 2,730 286 $ 65.74

Professional fees, . . . . . _ . . . . 4,000 .00 3,783 .92 216.08

Insurance. {74,00) 74.00

Maintenance - building 1,000,003 {1,000.00)

Variable expenssa:

Centingency fees . . . , . . . . . . . . . 500.00 500.00

Severance pay. . . . . . . . ., . .. .. . . 51,349.00 51,349.00

$ 51,845.00 § - $ 51,848 00

Total publie safety. . . . . . . . . § @13,765.00 $ 573,475.93 5  40,289.07

Excezs of revenues aver [under) axpenditures . . $ (128,801 .00) $ (96,070.15) 32,830.85
Fund balance, beginning of year. . ., . . . . . . 370,404 .66 370,404,686

Fund balance, end of year. . . . ., . . . $ 241,503.66 3 274,334.% $ 32,850.85
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To the Board and Management of
the Tri-City Fire Department

in planning and performing our
statements of the Tri
considered its internal control structure

50,

1954-2004

MEMBERS

AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOQUNTANTS

MICHIGAMN ABSTCIATION OF
CERTIFIED MUBLIGC ACCOUNTANTS

November 10, 2004

audit of the general pPurpose Tinancial

-City Fire Department for the year ended June 30, 2004, we

in order to determine our auditing procedures

for the purpose of expressing our opinion on the general purpose financial statements
and not to provide assurance on the internal control Structure. However, we noted

certain matters
consider to be reportable conditions under st
Institute of Certified Public Accountants. Report

Involving the internal! control structure and

fts operation that we
andards established by the American
able conditions involve matters coming

1o our attention relating to significant deficiencies in the design or operation of the
internal contro! structure that, in our judgment, could adversely affect the Tri-City
Fire Department's ability to record, process, summarize, and report financial data
consistent with the assertions of management in the general purpose financial

statements.

l. Budgets:
621,

December 31,
and that those budgets be am
amount. During the

The adoptlon of the Michigan Uniform Local
Public Acts of 1978), effective for fiscal

1980, has made it mandatory that balan
ended before expend|tur
year ended June 30, 2004 the fire

small budget variances,.

We urge the Board to continue to
expenditures and to amend the budget
will exceed the budget. Budget amend

the fiscal year.

[T. We suggest that cost recover
more time passes it is more

This report is intended solely for the
management, and others within the administration.

public record, and its distributjon is not limited.

We would be
Board and to assist

JE&K/srz

Budgeting Act (Act N.
years beginning after
ced budgets be adopted
8s exceed the budgeted
department had several

periodically compare budget and actual
prior to approval of expenditures which
ments must be made prior to the end of

Y receivables be followed up on and resolved. As
likely these may become uncollectible.

information and use of the Board,
However, this report is a matter of

Pleased to discuss any of the aforementioned items with the

in the implementation of these recommendations at your convenience.

Very truly yours,

M Hm?'/é,ﬂ.a

Certified Public Accountants






